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§ 81.4 Terms and conditions of policy
to govern.

(a) Except as otherwise specifically
provided by this subchapter, the re-
spective rights and duties of the in-
surer and the insured shall be as set
forth in the prescribed application
form and the prescribed policy form.
All purchasers of Federal crime insur-
ance shall be deemed to have knowl-
edge of the terms and conditions of
coverage set forth in such policies and
in this subchapter. Although the in-
surer will endeavor to provide actual
notice of policy changes through the
appropriate servicing company, modi-
fications of this subchapter that are
made during the term of an existing
policy shall automatically become ap-
plicable to the policy at the time of its
next renewal. All Federal crime insur-
ance policies shall be issued for a term
of 1 year, subject to semiannual pre-
mium payments.

(b) The rights of the insurer to re-
quire inspections of the insured prem-
ises, production of books and records,
appraisals of damaged property, sub-
rogation in the event of payment, and
prompt notice in the event of loss,
shall be as specified in the prescribed
policy, of which the application forms
a part. The rights of the insured with
respect to the coverages provided, ex-
tensions of coverage outside the in-
sured premises or with respect to other
persons, limits of such coverages, ap-
praisals, cancellations, and judicial re-
view shall be as set forth in the pre-
scribed policy.

(c) Changes in the provisions of this
subchapter which broaden or liberalize
the coverages being provided under the
prescribed policy forms, but do not re-
quire any additional premium to be
charged, shall be applicable to all ex-
isting and future policies of insurance
as of the date of their adoption, with-
out the necessity of endorsement.

[36 FR 24771, Dec. 22, 1971, as amended at 37
FR 15297, July 29, 1972. Redesignated at 44 FR
31177, May 31, 1979, as amended at 47 FR
19348, May 5, 1982]

§ 81.5 Where to purchase coverage.
Subject to the provisions of this sub-

chapter, Federal crime insurance cov-
erage may be purchased from any prop-
erty insurance agent or broker author-

ized to do business in the State in
which the premises to be insured are
located, or directly from the appro-
priate servicing company.

§ 81.6 How to report claims.

Losses under a Federal crime insur-
ance policy which exceed the applica-
ble deductible may be reported either
to the agent or broker through whom
the application was submitted, or di-
rectly to the servicing company des-
ignated for the area in which the loss
occurs. The claimant will be required
to report all pertinent information, in-
cluding a description of the loss, time,
place, ownership, manner of acquisi-
tion, cost, depreciation, current value,
amount of claim, and whether the in-
sured has incurred previous losses
under the policy. A sworn proof of loss
statement must be submitted to the
adjuster or servicing company that
processes the claim.

§ 81.7 Cancellations, modifications,
and renewals of coverage.

(a) Unless coverage has previously
been canceled or renewal is refused by
the insurer for one or more of the rea-
sons set forth in this part, each prop-
erty owner within an eligible State
who is validly insured under any policy
or policies of insurance issued under
the Federal crime insurance program
shall be entitled to renew (i.e., to pur-
chase the then current and applicable
form of crime insurance) coverage upon
the expiration of such existing policy
or policies. The renewal shall be sub-
ject to the rules, regulations, and pol-
icy terms, conditions, and rates then in
effect.

(b) A renewal notice will be sent by
the servicing company to the insured
at least 30 days prior to the expiration
date of each policy. Insureds renewing
policies shall be furnished with such
additional forms, if any, as the insurer
may require in order to obtain current
information pertaining to the risk.
Any such form must be completed and
returned by the insured with the pre-
mium. The 6-month premium install-
ment then due, together with the
insured’s certification as required,
must be received by the servicing com-
pany not later than the expiration date
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of the previous policy in order to pre-
vent a lapse in coverage. If timely pay-
ment is received, no new policy will
normally be issued, and an eligible
insured’s check or receipt shall con-
stitute his proof of payment. However,
if timely payment is not received, or if
substantial changes have been made in
the regulations or provisions governing
the pertinent crime insurance coverage
during the term of the insured’s pre-
vious coverage, a new policy in its en-
tirety may be issued. Reinstatement of
lapsed policies by servicing companies
shall not be permitted.

(c) Changes in coverage or limits of
coverage may be made at any time
upon submission of a new application
with the applicable semi-annual pre-
mium. If the ownership of an insured
premises is changed, the new owner
must submit a new application with
the applicable semi-annual premium.
Policy coverage ceases at the time of
ownership change and a policy may not
be transferred or assigned to a new
owner or tenant except by submission
of a new application. Policy coverage
ceases at the time of any change in the
ownership of or insurable interest in
the premises specified in the applica-
tion. Upon receipt of information indi-
cating that such a change in ownership
or insurable interest has occurred, the
insurer shall issue a notice of cancella-
tion effective the date of such change.
Return of premium on a cancelled pol-
icy shall be on a pro rata basis when
such cancellation is made for the pur-
pose of changing address or coverage or
limits of coverage or for purchasing
crime insurance coverage in the pri-
vate insurance market. Short-rate can-
cellation procedures shall be applicable
to any other cancellation during the
term of any policy. The insurer may, at
the request of the insured, permit a
retroactive cancellation of a policy,
but in no event shall such cancellation
be effective earlier than thirty days be-
fore receipt by the insurer of a lost pol-
icy release or the original policy, and
such cancellation shall apply only to
the policy in force at the time of the
receipt of such request.

(d) Notwithstanding any unqualified
cancellation provisions contained in
the prescribed policy forms, the insurer
hereby limits his right to cancel, or to

refuse to renew coverage, to the follow-
ing grounds:

(1) Any nonpayment of premium,
(2) Fraud or misrepresentation in the

application or upon any renewal of cov-
erage, or in connection with either,

(3) Fraud or misrepresentation in
connection with the submission of a
claim,

(4) The use of the insured premises
with the knowledge of any insured for
any illegal activity, or

(5) Any other substantial failure to
comply with the provisions of this sub-
chapter or of the insurance policy as
determined by the insurer and stated
in its notice of cancellation. Cancella-
tions or any of the grounds in para-
graph (d) (2), (3), or (4) of this section
may, at the discretion of the insurer,
be made retroactive to the date of ap-
plication or renewal which imme-
diately precedes the first known
wrongful act. Refunds of unearned pre-
miums, if any, shall be subject to off-
sets for the insurer’s administrative
expenses (including the payment of
agent’s commissions, if any) in connec-
tion with the issuance of the policy,
any inspections of the insured’s prem-
ises and the expense of claims adjust-
ment, if any. Cancellations by the in-
surer on the basis of paragraph (d)(5) of
this section or as provided by para-
graph (e) of this section shall be upon
30 days written notice, and the insured
shall be entitled to a short rate refund
of premium, if any.

(e) Willful or repeated failures of an
insured to report to law enforcement
authorities any losses of property cov-
ered under the policy, as required by
§ 81.2(a)(5), may be deemed by the in-
surer to warrant cancellation of cov-
erage upon 30 days’ written notice.
However, such failure may be waived
by the insurer prior to cancellation for
good cause shown.

(f) No property owner whose Federal
insurance coverage has been canceled
(whether from inception or after no-
tice) or for whom the insurer has re-
fused to renew coverage, for any of the
reasons in paragraph (d) (2), (3), (4), or
(5) of this section or under paragraph
(e) of this section, shall be eligible for
any further insurance under the pro-
gram except upon the written waiver of
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the Administrator, granted for good
cause shown.

[36 FR 24771, Dec. 22, 1971, as amended at 37
FR 15297, July 29, 1972; 43 FR 4008, Jan. 31,
1978. Redesignated at 44 FR 31177, May 31,
1979, as amended at 45 FR 41951, June 23, 1980;
47 FR 19348, May 5, 1982]

§ 81.7a Cancellations in order to
renew.

Notwithstanding the provisions of
§ 81.7(c), an insured shall not be per-
mitted after the effective date of any
applicable rate reduction to cancel and
rewrite an existing crime insurance
policy and receive a pro rata refund of
unearned premium. Further, cancella-
tion and rewrite of coverage to avoid
an impending rate increase shall not be
permitted, unless such cancellation
was made to accomplish an increase in
the amount of insurance coverage or as
a result of the removal of insured to
another premises.

[52 FR 30684, Aug. 17, 1987]

§ 81.8 Inquiries and complaints.
(a) Inquiries or complaints about the

Federal crime insurance program
should initially be directed to the prop-
erty owner’s agent or broker, or to the
servicing company designated for the
area in which the premises are located.

(b) Inquiries or complaints with re-
spect to which satisfactory informa-
tion or action cannot be obtained
through local sources, and general or
legal inquiries pertaining to the nature
of the program, may be addressed to
the Federal Insurance Administrator,
Federal Emergency Management Agen-
cy, Washington, DC.

[36 FR 24771, Dec. 22, 1971. Redesignated at 44
FR 31177, May 31, 1979, as amended at 47 FR
13150, Mar. 29, 1982]

§ 81.9 Penalties for false statements.
All information provided by an appli-

cant or a claimant on any form ap-
proved by the insurer, including rep-
resentations as to the date on which
such form is signed, shall be deemed
material to the issuance of the policy
applied for and to the disposition of
claims submitted thereunder. Any false
statement, misrepresentation, or con-
cealment in the execution or submis-
sion of such forms, or in any writing or

document knowingly submitted by the
applicant or claimant in connection
therewith, may result in his prosecu-
tion by the United States for fraud
under 18 U.S.C. 1001, subject to a fine of
not more than $10,000 or imprisonment
of not more than 5 years, or both.

§ 81.10 Nondiscrimination.

The Federal Crime Insurance Pro-
gram and all policies issued or serviced
thereunder are subject to applicable
Federal regulations and requirements
issued from time to time pursuant
thereto. No persons shall be excluded
from participation in, denied the bene-
fits of, or subjected to discrimination
under the Program on the grounds of
race, color, sex, marital status, age or
national origin. Any complaint or in-
formation concerning the existence of
any such unlawful discrimination in
any matter within the purview of this
subchapter should be referred to the
Administrator.

[45 FR 41951, June 23, 1980]
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